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tax may practically affect so many classes of producers in
a given community, and so many different kinds of profits
more or less removed from liability to competition from
foreign sources, that we are justified in setting up the con-
ception of a general tax, in contrast with an exclusive tax, on
profits. Such a general tax on net profits can never be
shifted. If profits represent the surplus above cost of pro-
duction, a general tax on this surplus cannot influence the
cost of production. Price cannot be altered, and the inter-
ests of the consumer cannot be affected. It is the producer
who bears the tax, both immediately and ultimately.

Some writers, indeed, like Cournot, have asserted that
the ultimate effects on the consumer may be bad, because
the tax restricts the producers' consumption, and because the
employment of the proceeds of the tax is generally less
profitable than if the proceeds had remained in the hands
of the producer. But this reasoning seems to be defective.
It takes for granted that taxes are used unproductively, and
it leads logically to the aphorism of Say that the best taxa-
tion is that which is least in amount. So far as govern-
mental expenditures are necessary and judicious, they are
useful and productive; and it is not permissible to assume
that private expenditure is more beneficial than public expen-
diture. Everything depends on the nature of the expendi-
ture, and on the general views as to the duty and limits of
governmental activity. To say that a tax on profits is injuri-
ous to the consumer seems to involve a begging of the ques-
tion. The whole problem, moreover, is not peculiar to a
tax on profits, nor is it any longer a problem of incidence:
it belongs properly to the wider discussion of the general
influence of taxation.

One practical inference from the above discussion may be
used in connection with the controversy in the United States
as to whether corporation taxes should be levied on gross or
on net receipts. Whether these be monopolies or not, the
a priori conclusion in favor of taxation of net receiptsl is

1 See Seligman, Essays in Taxation^ pp. 198-205.